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distributional aspects
§ 19. In comparing differential and non-differential tax
systems from the standpoint of distribution we have to con-
sider two things : the treatment of people of equal incomes
and dissimilar economic situations; and that of people of
unequal incomes and similar situations. Since our objective is
least aggregate sacrifice, it is clear that members of the first
group should be taxed equally, subject to allowances for the
differences in their economic situations ; and that members
of the second group should be taxed in such a way that people
pay progressively heavier rates of taxation the larger their
incomes are. We have to inquire how far these desiderata
point towards differentiation between various commodities
and uses.
§ 20. As between people of equal incomes but unlike
economic situations, it is possible to accomplish certain de-
sirable adjustments by a particular kind of differentiation;
namely, by superimposing on a general income tax certain
special taxes upon luxury expenditure. Thus, of two men
with equal incomes, one may have heavy obligations of a kind
which it is not possible to schedule for allowance under income
tax : for example, an obligation to support financially a sick
friend not related to him. The man free from this obligation
may be expected to spend a much larger proportion of his
income on personal luxuries; and a heavy tax specialised
upon luxuries may thus serve to bring into account the differ-
ence between his true " taxable capacity " and that of the
other man. This is not, however, a very important matter.1
§ 21. As between people of unequal incomes it is, no doubt,
theoretically conceivable that a progressive scale of taxation
should be constructed on the basis of a number of commodity
taxes with rates steepening as we pass from commodities
mainly purchased by the poor to those mainly purchased by
the rich. As will be shown more in detail in the next chapter,
1 When no other provision is made to eliminate the differentiation against
savings, which, as will appear in the next chapter, is involved in an ordinary
income tax, special imposts upon luxuries may also be advocated as a partial
set-off to this.

